
COMMONWEALTH OF KENTUCKY 
1 
\ 

BEFORE THE PUDLIC SERVICE COMMISSION Y 

In the Matter oft 

AN INVESTIQATION OF ELECTRIC RATES OF ) 
LOUISVILLE QAS AND ELECTRIC COMPANY TO ) CASE ~ o . i o 3 a o  
IMPLEMENT A as PERCENT DISALLOWANCE CF ) 
TRIMBLE c o m w  UNIT NO. 1 1 

ORDER 

The Commieeion has before it today a motion filad by the City 

of Louisville to withdraw from thio c a m  and a Stipulation filed by 

the remaining partios which would conclude all pending ioeuee 

relating to Louisville Gas and Electric Company’o (IILG&E1l) 

construction of a generating facility in Trimbla County, Kentucky. 

In addition to providing rofunds to LG&E’o cuotomaru, the 

Stipulation (attached an an Appandix to thie Order) would aleo 

conclude pending appeals of LG&Eis moot racant general rate c a m ,  

Case No. 90-158,’ pending before Franklin Circuit Court. 

Thie matter has been before the Commiooion in one form or 

another for well over a decada. Tho partieo have now raachad an 

agr~emont which is within the parametera of the Commioaion’o moat 

recent decision in thio matter. The parties and tha Commiooion 

have thoroughly argued both the facto and tha law applicabla to 

this case. The partiee having now roachad an amicable ranolution 

which provides reasonable compensation to LGbrE‘o mtapayere, the 

Commission ehould approve their resolution of thie matter. 

1 Case No. 90-158, Adjuetment of Qam and Electric Rate6 for 
Louisville Gas and Elactric Company. 



The Stipulation reached by the parties is not in all respects 

a decision the Commiooion would have reached. The amount to be 

refunded i o  laos than that Qat forth in our moot recent Order. The 

period over which rafundo will be paid could aloo be arguod to be 

excooeive. It is nonetheleoo, in view of all the circumstances 

ourrounding this matter, in the public interest that it at last be 

concluded. 

IT IS THEREFORE ORDERED that! 

1. The motion of the City of Louisville to withdraw is 

granted, 

2. The Stipulation filed by the parties is approved. 

Done at Frankfort, Kentucky, this 8th day of December, 1995. 

PUBLIC SERVICE COMMISSIBN 
> 

/ 
Chairman 

CONCURRENCE OF VICE CHAIRMAN ROBERT M. DAVIS 

In Case No. 93-113,’ my fellow Commissionere decided, over my 

dissent, that fairness and equity required refund of the monies at 

a Caee No. 93-113, Application of Kentucky Utilities Company to 
Amortize, by Means of Temporary Decrease in Rates, Net Fuel 
Coat Bavinge Recovered in Coal Contract Litigation. 
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issue in that case to the customers which had actually paid the 

increased fuelcoots. They reached thia decision despite the clear 

language of the fuel adjustment clause and despite predictions that 

this method of distribution would result in a large portion of the 

fund escheating to the state rathor than helping current customera 

with their utility bills. 

It is therefore surprising that my fellow Commissioners today 

accept a settlement in which refunds will be paid to current 

customers, rather than to those who actually paid the excess 

charges in this case. While recognizing that the Stipulation is 

inconsistent with recent Commission precedent, I nonetheless join 

the decision as the result will be consistent with the position I 

advocated in the Kentucky Utilities Company refund case. 

CONCURRENCE OF COMMISSIONER LINDA K. BREATHITT 

I write separately to emphasize my concerns over several 

aspects of the parties' Stipulation. As my primary concern is the 

length of time over which the vast majority of L5&E19 customers 

will receive their share of the refunds, it would likely be 

counterproductive to impose conditiona on the settlement which 

might cause its withdrawal and lead to further delay in the payment 

of any refunds for several more years. This reality aside, it 

troubles me that LG&E will make immediate payments to certain of 

its industrial customers while requiring the remainder of its 
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ratepayers to wait for final credit0 for flve more years, I urge 

LQ&E to revise its refund ochedule so that this matter might 

actuully be concluded by the and of 1997 rather than after the five 

years stated in the Etipulation. 

I am oleo dieturbed by the lack of standards impoeed on the 

expenditures of the monien LQ&E will pay under the Etipulation to 

the Metro Human Needs Alliance. The needo of the cuetomere served 

by the Alliance are real and likely to grow as sources of funding 

at the federal level disappear. It i o ,  therefore, imperative that 

the monies go directly to aeaist thoee who need help with utility 

bills. The failure of the Stipulation to make thio point explicit 

places a heavy reeponsibility on the Alliance to ensure proper 

expenditure of these funds. 

Finally, I am conetrained to note that the Etipulation is yet 

the latest and, because of the amount of money involved, the most 

obvious example of a recent trend in settlement agreements 

preoanted to the Commiesion. It appears that tho utility, the 

large industrial customers, and the low income customers have had 

the benefit of ardent and able representation at the bargaining 

table. It does not appear that the majority of customere who 

regularly pay their monthly bills have had as strong a voice in the 

discussions. Having been presented with a eettlement which by its 

terms cannot be modified, the Commission faces the unpleasant 

prospect of giving it8 approval while knowing that 60me ratepayers 

are bearing an undue burden, However, having concluded, with Great 

reluctance, that any attempt by the Commiosion to rectify thio 
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aituation in this cas0 would likely be counterproductive, I 

join the decision of the Commission. 

ATTEST : 

~>o-+QQL 
xe ut ve D rector 



In thc Matter of: 

AN INVESTIOATION OF ELECTRIC RATES OF ) 
LOUISVILLE OAS AND ELECTRIC COMPANY TO ) CASE NO. 10320 
IMPLEMENT A 25 PERCENT DISALLOWANCE OF ) 
TRIMBLE COUNTY UNIT NO. 1 ) 

WHEREAS, thc Puhllc Srrvlcc Commlaslon for thc Commonwealth of Kentucky ('thc 

Commlsslon") IR a body corporate, ha8 cxclualvc Jurlsdlctlon over thc rcgulntlon of retiill RUICN 

nnd scrvlccs of publlc utllltics In Kentucky, and hns cmploycd tcchnlcnl, lcgul and othcr 

pmfcsalonnl cmploycca which It has dwmrd neccsaary to cnrry out Ihc provlilona of KRS Chuptcr 

278; 

WHEREAS, Louisvllle Gas and Electric Company ("La&E") is a Kentucky corporntlon 

and a publlc utlllty as denned In KRS 278.010(3); 

WHEREAS, LG&E began constructlon of a 495 megawatt coal-fircd clcctrlc ficncratlng 

plnnt at n sltc In Trlmblc County, Kentucky ("Trlmblc County plant") ancr tho Commlsnlon, 

pursuant to KRS 278.020 granted LC)&E a Ccnlflcatc of Public Convcnlcncc and Ncccsalty and 

a Ccrtltlcak of Envlronmcntal Compatiblllty by Order dated October 19, 1978, In PSC Can0 No. 

7113; 

WHEREAS, the Commission by Ita Orders d a d  July 1, 1988 and April 20, 1989 In PSC 

Case No. 9934 (entitled "a Formal Rcvlew of the Current status of Trlmblc County No. l"), 

dclcrmlncd that 25% of the Trimblc County plant was to be dlsallowed from thc ram bane of 

LG&E; 



WIIIIRRAS, tho C~i i i i~ i l~~ l i~ i i ,  on It own niollon, hy Oidcr dnld July IO, 1988, Inlilnttnl 

I'sc CIINO NO, 10320, ClllltlCd "All ~liVCNl~~Ulhil1 til' likCtrlc k l l C N  Ol' 1,OUhVlllC O#N #Id IhCllk 

Company IO Implenient II 25 I'crucnl I)lriillowancc ol' 'I'rlniblc ('ounty ttttlt No, I ": 

WllIiRllAS, ccnrln INNUCN,  cltiliii~ eid C O I ~ I N ~ V C ~ W ~ C N  cotwornltu IIIC 'IPlnd~la C'ounty plant 

Iinvo urlnon In Cnno No, 10320 lhut Iiiivc i~caullcd In cotitlnunl Illlyrllon ~ l i i c o  tkhihr, IUHO; 

WHIIRRAS, Ilia piirllan nlynalory lo t h l ~  Sllpulntliin rid Sotllutiirnl Ayrccinaiil Iinvo, hi 

IIWQC monnum, hccn Uiu pnnlon IO ilia Il~lynilon nnd con~povomlcn cotwnltu llio 'rrlmltla Gorir.:y 

plllnl NlnCO ~ l l l h a r ,  19119, llnd IhONO pIlrllLlN IIIW dCNlrWN Ill' WNOlVhly. IhUNO ~ I ~ l l ~ I ~ i V C ~ N ~ P R ,  Illid 

linvc dolcrmlncd lliiit rlic R N I ~ U I ~ I ~ I I  ill' IIICNO ciintrOvcrnlcs IN In llic Iiuhllc Inlomnt nnd 111 I,O&II'N 

InlCl'ONl; 

NOW, 1"I!REPORL!, In connldorutlon 01' tlic ~i~ulu i i l  pn~nil~cn nnd covannnIN licroln 

cimtulncd, I t  I N  nnrccd hy nnd IWwccn LO&!!, Cornniotiwcnltli ol' Kantucky ax wl, 11, ChdN 

C3;1niiun, Atlornoy Ocncrnl ("Alriirncy Ocncrnl"), Jollbr~im Counly, Koiitucky, ox wl, Mlclinol 

I!. Conllffo, Joflcrnon County Attornoy, Mclro Iluniim N c ~ d n  Alllnncc, Inca, ("MIINA") 01 el , ;  

llic Kolitucky llldUNlrllll IJllllIy CUNllllllCrN ("KIUC"); Ulld 1110 IJllllCd SIUICN ~)apnrlllionl til' 

I)cl'onnc ("I)OI)") (collcctlvcly rcl'crrcd III UN "tlic I'II~~cN") licmby ciiicr In~o tliln Stlpulrtlon rnd 

Scttlcmont hgrccnicnt nn u 1b11 ncalcnicnt und ronolu~ltrn ot' ull INNUCII rulnod I n  t l t l ~  procoodlny, 

hddltlonnlly , tlic I'nrtlci rcyucnt dint thin Stlpulullon urul Solllcrrionl Ayrccnicnt ho uccoplcd 

nnd npprovcd hy thc Kentucky I'uhllc Scrvlcc Commlnnlon, In Iln onllrcty, 

Ilunhcr, 11 nliould hc noted tliot tliln Stlpulutliin und Sottlomcnt Ayrcomont In 1110 prtduci 

of' rxtcnnlvc ncgotlatlonn hctwccn snd umony the I'nrtIcN, und In tho ronult ot' nlynlficunt offort, 

ylvc-und-takc, und cornpromlncn hy ull of 1Iic I'arllcw lnvolvcd. It IN, Ibrllior, ~mpnrlunl lo nolo 
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and understand that all of the Parties, who mprescnt dlvcrw IntcreRtR and diveryotit vlowpolnta, 

agree In total that th1s Stipulation and Settlement Agrccnicnt wlian viowcd it1 IIR uiitiroiy 

constltutes a reasonable resolution of t i l l  issuer in t h i ~  procmllng, aid IR III  tho interoat of LO&E 

and its customers, 

Therefore. tho Parties hereby stipulate and agree to tho follnwlng termn and condltlonn: 

1. LQ&E shall rehnd to Its current eloctrlc cuatomera the sum of 'rwcnty-Two 

Million Dallars (S22,OOO,OOO). Of this amount, Five Million T h m  Hundred 'rhouaond Dollnrr 

($5.3OO.OOO) wlll be rehndcd in lump sum peymcnle to Ulotic LP-TOD and Spcclal Contrncl 

customers Ilskd on Appendix A IO thin Stipulation and Scttlcmcnt Agrccmcnt honed upon tholr 

respectlve kwh usage withln sixty (60) days after the Commission upprovci the Stlpulntlon nnd 

Seltlement Agreement. The rcmalnlng amount of Slxtcen Milllon Soven Hundrcd 'rhouiand 

DollarR ($16,700,000) shall be refundcd to all other clcctrlc cuetomern through a pcr kilowatt-hour 

credlt on bllls at a rate of Three Million Three Hundrcd and Forty Thousand Dollarn ($3,340,000) 

per year for five (5 )  years, cammenclng with bllls rcndercd on or after thc datc of tho flrnt billlng 

cycle of the month whlch falls at least thirty (30) days after the Commlrdon approvcr lhla 

Stlpulatlon and Settlement Agreement. The per kllowatt-hour credit shell he calculated each ycur 

by divldlng the annual refund amount of 53.340,OOO by thc estlmukd Kwh aulcr for tho rclcvunl 

twelvemonth period. The credit shall be uecd to reduce the electric rates of all rclail customerr 

e x c ~ p t  thofie llnted in Appendix A to this Stlpulatlon and Settlement Agrecmont, and shall bc 

applied to actunl Kwh salcs untll the full amount le returned to auch cu~tomcr8. 

2, LO&E shall, for the purpose of funding energy asslalance programs that will 

benefit Its low-income residential customers, pay to the MffNA, a Louisville-bad nan-proflt 
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corporritloii, the WUIII ol' Nli;~ lluritlrcd 'I'hi~ii~iiiid I)olliirN ($U(X),oW) per yenr for llvc yenrti, 

I~yl i i i i lny I n  the llrnt cluiirtcr ol' IWO, lilr II totiil ol' Itour Mllllon I'lvc lluiulrcd 'I'hounnd DollnrR 

($lr,JOo,OM)), 'J'hc nurnn priltl nltiill  he uncd ~i)lcly tor lliridlny low-Income cncryy riRHimncc 

priiyriiinn litr quiillllcd cuntotiicrn ol' IXIklL niicli proyrntiin to he iidmlnintrrcd by Altbrdnhlc 

I!ncryy Corporiitloii, Inc. iiiid ~ i i c l i  ollicr corporntlonn, nycnclon, annoclntlonn or IndlvldunlH IIR 

dctcrriiincd by MIINA, 

3. lfikl! ~ l i i i l l  intnllly the mcthtnloloyy under whlcli It culculiitct~ the DSM Revenue 

I'rom I A M ~  Sii lc~ (1)RLS) clcrncnt ol' the DSM C U N ~  Ihcovcry Coinponcnt (DSMRC) purnunni to 

holli I ~ H  131cctrlc 'l'iirlll' Nheei No, 23-C (3rd Rev.), I)cmund-Sldc Mnnrgcmcnt Coni Recovery 

Mcchiinlnm, rind Itn Uiin 'l'nrlll' Slrcct NON, I I (2nd Rev.) rnd 11-A 0 5 t h  Rev,), Demand-Sldc 

Miirurycwnt CWI~ Ihovc ry  Mechunihm, no tliirt the relevmi Iiinyuuye of cuch l'urlfl' nhcet nhnll 

hc rcvlwcd UII f'ollown, wlierc llic ntr~kc-oul lndlcutrn old lunyunyc, nnd the hold lndlcatrn new 

1irnyurryc: 

KlJK'I'KlC! 'I'AHIPP WEKT NO, 23-C 
I)RI,N - DNM HKVENUJC FROM irOm HALIN. Vor HrriWentl~~l Ruk R, 
rcvcnucn rrom l ~ t  ruler due 10 IlSM will hc rcwvcrrd through ihc decoupliny of 
rrvenucn Prom cictuul NUkh.  At ihc end or cuch twelve month prrltd aflrr 
Implcmcnwllon ill' the Ilcmund-Side Munuycrncnt Coul Rcwvery mechanism, the 
non-vurhihlc rcvwuc requlremcnt (ICJWI rcvcnuc rcqulrement levn variublc c o u ~ ~ )  
upprovrd for I(rnldcntiul Ibte R In ffi&P,'# mowt r a n t  general rate caw wlli be 
iuljurlrd ICJ rctlwt chunyrs in 111~: numhcr or cumncru and the usage per custorncr 

fw- 
flwwMnk- , In I rC&Vs mad recent general rnto cwe wlll 
be dlvlded by the te#t-yeur-rnd number of curtamerr In order to W n  the 
uverage nnn-varlabk revenue requirement per CUIILMMT, whlrh wlll then be 
multlplkd by thu uvaruge number of rwtmerr durlng the twelve-numth 
WKI (I&., the rum 4 f l  the monthly n u m b  of cwtmerw dlvldrd by twelve), 
(2) , , , , 

rollown: (1) rlte ru)n-vurluhlc revenue rcqulremcnt 
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GAS TARIFF SmET NOS. 11 AND 11-A 
DRLS - DSM REVENUE FROM LOST SALES. For Residential Oas 
Service Rate ROS, revenues ftom lost sales due to DSM will be ncovercd lkough 
the dccoupling of revenues from actual sales. At the end of each twelve month 
period ancr implementation of the Demand-Side Management Cost Recovery 
mcchanlsm, the non-vnrlable revenue requirement (total revenue requirement less 
vnriablo costs) approved for this rate class in LOBtE's most recent gcncral rate case 
will be adJusted to reflect changes in the number of customers and the usage per 
customer as follows: (1) the non-variable rcvcnue requirement 

J In LGBE's most r a n t  general 
rete case will be dlvlded by the test-yenrad number of cutomem In order to 
obtaln the average non-varlable revenue rcqulrunent per customer, whlch will 
then be multlplled by the average number of cuetomera during the twclve- 
month period (Le., the sum of the monthly number of cuetomem dlvlded by 
twelve), (2) , . . 

This reviml melhodology shall be applied to resulls from calendar years 1995 nnd 1996 in order 

to calculate the DRLS element of the DSMRC to be billed to resldentlnl customers during 1996 

and 1997. The Panics estimatc that this revision will result in residential customers being billed 

a total of One Million Eight Hundred Thousand Dollars ($1,800,000) less over the two year 

period of 1996 and 1997 under the DSM dccoupling mechanism than would have otherwise been 

billed under the existing tariff language. 

4. Upon the Commission's approval of this Stipulation and Settlement Agreement, h e  

relevant panics will dismiss, with prejudice, the Complaint and all crossclaim pending before the 

Franklin Circuit Court in ils Case No. 91-CI-01536, regarding the Commission's Orders in Case 

No. 90-158, LG&E's last general rate case. 

5 .  Furihcrmorc. LO&E agrees that the voluntary rate reduction# (of $8,500,000) and 

che refunds (of $22.500,000) grankd to cusiomers 88 a result of the Agrement behvecn LG%E and 
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thc Commlsslon Stnff In thls pmcmllng, the nppmvnl of whlch wns overturned hy the Kentucky 

Court of Appeals, shall remain as the tb11 cntltlcnient of LO&E's customers, and LO&E will mnke 

no claim in any proceeding of any kind, character, or description for thc refurn of Ruch fbnds. 

6. Ail Pnrtlcs ngrco hat LO&B ahnil not hc the nuhjcct of or to any I\mrthcr challenges 

or rcviews of the prudcncy of lnltlatlng or continuing the construction of the Trlmhle County plant 

by nny of the Panics. 

7. The performance by LO&E of the t e n s  of thin Stlpulntlon and Settlement 

Agreement ahall constltutc Mi performance and sallsfncllon of LO&.E'a obligations under the 

Orden of the Commission previoualy entered In chla procndlng on July 19, 1995, and August 28, 

1995, and no hrthcr nctlon 8hail be requlred or Bought of LO%E by the Cammlsslon or any party 

to thls proceedlng wlth regard to those Ordern, 

8, This Stlpulntlon and Sclllcment Agreement reprcncntn a negotiated iettlcmcnt for 

the SOIC purpose of resolvlng all lanuca in thls proccedlng, and none of the Panlee shall bc 

prejudiced or h u n d  in any mnnner by the terms of the Stipulatlon and Settlement Agreement In 

any other proceeding, except as may be necessary to filly implement and effectuntc this 

Stipulation and Settlement Agreement. 

9. Except to the cxtent apeciflcd herein, no party shall be deemed to hnve approved 

or a q u i c d  in any ratemaking principles or any method of coat dctermlnatlon or cost allocation 

underlying or allegedly underlying the Stipulation and Settlement Agreement and the ram 

provided for herein. 

IO. This Stipulation and Satlcment Agreement hiu resulted from extensive ncgotlntions 

between the Parties and thc t e r n  hereof are interdependent. In che event the Commission does 
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not wxpt and appro\% this SIipuIatkm anti Wtlfnwnt &cenwnt in its entimy, \hi% S\ipuhtbn 

and Scttlcitrrnt hmnrrnt shall hc WN and WitMrawn hy thc Panlcs hcmo h.i fimhw 

consideration hy thc fimn~ission and all of rhc kinks mm that tmmc of tho PJniCS ,&all hc 

hound hy my of thc pNlViShlns hcrdn. 

11 In the cvcnt the Gunmtnlaion issucs an onlcr which amp& and approws this 

Stipulrtion and Scalcmont Aggmnwnt in its catlwy, thc Partks hmhy waive thcir a h t s  undcr 

KRS 278.400 to tllc an gplkation fbr rehearing and thcir rights undcr U S  378.410 to tlk a 

conrplrlnt In the Franklin Clruult Cuun rcganllng such cudcr. 

WHESEFORE, thc Panics respcctl\rlly lpgucst that thc cwr\nlission issue an order, 

(A) 

Agrecmcnt; 

Appmving rhc spcsltlc tcnns and Comiitions of this Stipulation and Scctlcmcnt 

(B) Authorizing L M E  to 1Nc rcvlstd tariflb and rate ~ u l c s  that give hll c lh t  to 

the provisions of this Sllpulnlion nnd Scttlcirrrnt &miiwnt. 



Dwglas M. Brooks 
1.OUISVILLE OAS AND ELECTRIC 
COMPANY Louisville. KY 40202 

Louisvillr?, Kentucky 40232 
(5021 627-2557 
and JEFFERSON COUNTY ATTORNEY 
Junes Park. Jr. 
Kalherino Randall 

J. BRUCE MILLER LAW OROUP 
621 W. Main SI.. 4th Floor 

P.O. Box 32010 (502) sa7-09oo 
JEFFERSON COUNTY, KENTUCKY 
ex ret. MICHAEL E. CONLIFFE, 

BROWN, TODD & HEYBURN 
2700 Lexington Financial Center 
250 W. Main SI. 
Lexington. KY 40507-1749 
(606) 23 1 -ow0 

BOEHM. KURTZ AND LOWRY 
21 10 CBLD Center 
36 E. 7th SI. 
Cincinnati. OH 45202 

KENTUCKY INDUSTRIAL UTILITY 
(513) 421-2255 - ‘I ,‘ ./ -‘ \ 

Anthony a. Martin CUSTOMERS, INC. 
Attorney ut Law 
P.O. Box 1812 
Lexington. KY 40593 

nnd 
Kny Ouinane 
7915 Bounding Bend 
Derwood, MD 20855 
METRO HUMAN NEEDS ALLIANCE. 
ET AL. 

(606) 278-3405 

EALTH OP KENTUCKY EX 
REL. CHRIS OORMAN. ATTORNEY 
OENERAL 
1024 Cnpltal Center Dr. 
P . 0 ,  Box 2000 
Frankfort, KY 40602-2000 
(502) 5734994 

Signed by authority of David Bochrn 
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-, VA 22203.1637 
U.S. DEPAKIMPNT OP DEPENSE 



CERTIFICATE OF SERVICE 

This le to ccrtifL that a t N o  co of the foregoing h h u m c n t  was s e d  upon tha nmched 
,1995. list by nrst Cla.98 mail on thh thc __ & day of I*” dru 

J.  BNCO Miller 
J .  BNCC Miller Law Group 
621 W. Main St., Fourth Floor 
touisville, KY 40202 

Dcmiia Howard 

Public Serviw Litigation Branch 
P.O. Box ZOO0 
Frankfort, KY 40202 

Kay Ouinnne 
7915 Bounding Bend 
Denvood, MD 20855 

Anthony 0. Martin 
P.O. Box 1812 
Lexington, KY 40593 

Aaaistant Oenerai COUMel 

David Boehm 
Boehm, Kurtz and Lowry 
2110 CBLD Center 
36 E. Seventh St. 
Cincinnati. OH 45202 

David A. McCormlck 
Regulatory LIIW o m  
Dcpsmnent of the Army (DNA-RL) 
901 N. Stuart St., Room 713 
Arlington. VA 22203-1837 



Qcneral Electric Appliance Park 

Phllip Morris (3 plant locations) 

Ford Kentucky Tmck Plant 

Ford Loulsvllla Aeecinbly Plant 

Rohm and Hans 

Pmtcln T C C ~ ~ O ~ O ~ ~ C S  

Du Pont 

aeon 

Olin 

Carblde/Oraphlte 

Kosmos Cement 

APPENDIX A 


